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Why Unfunded Liabilities Are a Concern

Put more money in

Cut benefits

Earn more

Increase mortality

Once a UAAL has been incurred there are only four ways out



Metrics that Matter

5 year history of funded ratios
– AAL, valuation assets, UAAL, and resulting ratios

5 year history of ARC vs. Actual (in dollars)

ARC as % of Budget would be really useful

Fiscal Year
Annual 

Pension Cost
City 

Contributions
Percent 

Contributed
2001 45.30$             41.30$              94
2002 43.30 40.80 95
2003 76.70 40.60 53
2004 133.50 58.10 44

AND ACTUAL CONTRIBUTIONS
( in millions)

ACTUARIALLY DETERMINED CONTRIBUTION AMOUNTS

(in millions)

2000 2001 2002 2003
Actuarial Accrued Liability $1,509 $1,956 $2,515 $3,278
Actuarial Value of Plan Assets 1376 1490 1520 1510
Unfunded Actuarial Accrued Liability 133 466 996 1768
Funded Ratio 91% 76% 60% 46%

As of July 1

ACCRUED LIABILITY
MUNICIPAL SYSTEM PENSION PLAN ASSETS, LIABILITIES AND UNFUNDED 



Smoothing and Valuation Lag = Financial Iceberg

Under existing CalPERS 
procedures, each Fall member 
agencies receive an annual report 
from CalPERS indicating their 
required contribution rates for the 
next fiscal year, based upon 
actuarial valuations approximately 
18 months earlier

– Inherent in this methodology 
is a substantial lag between 
market returns and actuarial 
asset values

Reports issued in Fall 2004 reflect 3 
years ending 6/30/03

CalPERS’ Actuarial Process

Date of Most 
Recent 

Actuarial 
Report

6/30/03

Annual Report from 
CalPERS providing 
Contribution Rates 

for FY04-05

Fall 2004 7/1/05 6/30/06

2 Year Lag

New Contribution 
Rates 

in Effect

Report For Report For Report For Report For Pro Forma For
Returns 6/30/2000 6/30/2001 6/30/2002 6/30/2003 6/30/2004

1998 19.5%
1999 12.5% 12.5%
2000 10.5% 10.5% 10.5%
2001 -7.2% -7.2% -7.2%
2002 -5.9% -5.9% -5.9%
2003 3.9% 3.9%
2004 16.6%

Impact Rates: FY02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07


